
 

 

 

 
 

 
 
 
 

 
 
 
 
 

Report to the Legislature 
 
 
 

FY01-03 Utilization and Cost Containment 
Initiative 

 
 
 
 

Chapter 7, Laws of 2001, E2, Section 209(1) 
 

March 1, 2002 
 

(Revised April 15, 2002) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Department of Social & Health Services 
Medical Assistance Administration 

Division of Business & Finance 
PO Box 45500 

Olympia, WA  98504-5500  
(360) 725-1870 

Fax:  (360) 586-7498



FY01-03 Utilization and Cost Containment Initiative 
Report to the Legislature - March 1, 2002 

(Revised April 15, 2002) 

i 

 

 
TABLE OF CONTENTS 

 
Executive Summary ......................................................................................................... ii 
 
I. Introduction - Legislative Mandate ......................................................................1 
 
 
II. Progress Report 
 

A. Accomplishments in the Utilization & Cost Containment Initiative..................1 
 
B. Revision of Savings Baselines and UCCI Targets ........................................2 

 
C. Biennial Savings Targets and Actual Savings through December 2001 ........2 

 
D. Medicaid Expenditures Compared to Budget/Forecast ..................................3 

 
 
III. The Utilization and Cost Containment Initiative in 2002 
 

A. Implementation of a New UCCI Component (TCS/PDL)................................4 
  
B. UCCI Growth and Strengthening....................................................................4 
 

 
IV. Exhibits 
 

A. FY02 Revised Baseline and Semi-Annual UCCI Savings Goals....................5 
 
B. FY03 Revised Baseline and Semi-Annual UCCI Savings Goals....................6 
 
C. FTEs and Related Expenses..........................................................................7 

  
D. State Fund Savings and Targets By Component (July- Dec. 2001)...............8 
 
E. Therapeutic Consultation Service - Four (4)-Brand Prescription Limit, and 

Preferred Drug List .........................................................................................9 
 
F. UCCI Growth and Strengthening..................................................................11 

 
G. Comparison – March vs. Revised UCCI Savings Baselines and Goals .......12 

 
H. FY2000 Savings Baselines – Adjusted for Inflation to FY02 and FY03........13 

 



FY01-03 Utilization and Cost Containment Initiative 
Report to the Legislature - March 1, 2002 

(Revised April 15, 2002) 

ii 

 

 
 

Executive Summary 
 
 
Legislative Mandate - Chapter 7, Laws of 2001, E2, Section 209(1), the Operating 
Budget, provides that “The department (of Social & Health Services) shall increase its 
efforts to restrain the growth of health care costs.”  The chapter law adds, “The 
appropriations in this section anticipate that the department implements a combination of 
cost containment and utilization strategies sufficient to reduce general fund- -state costs 
by approximately 3 percent below the level projected for the 2001-03 biennium in the 
March 2001 forecast.” 
 
Accomplishments in Utilization and Cost Containment (UCCI) Through December 
2001 - The department has hired, and is now training, 45 new staff.  Because these are 
revenue producing positions, hiring of additional UCCI staff is continuing.  Cumulative 
savings and targets through December 2001, excluding the Family Planning Waiver 
project, are:  
 

     Total      State 
July Through December 2001       (millions)    (millions) 
 
Gross Savings Increase from UCCI:           $  17.68       $   8.75 
Gross Savings Target from UCCI:        $  13.10      $   6.48  
Gross Savings Above Target         $    4.58      $   2.27 
UCCI Expenses:          $   (1.85)       $   (0.86) 
Net Savings Above Target (through Dec. 2001):     $    2.73      $   1.41 
 
MAA is somewhat ahead of planned savings for the first six months because of savings 
in Coordination of Benefits exceeding the July through December goal by $2.1 million 
(State).  See Exhibit D. 
 
Utilization and Cost Containment Initiative in 2002 - The UCCI gross savings target 
for the second semi-annual period (January through June 2002) excluding the Family 
Planning Waiver project, is $28 million total ($13.6 State), about double that of the first 
semi-annual period.  Success is contingent on: 
 
• Effective operation of a key new component, Therapeutic Consultation Service.  
 
• Improved tracking of savings and increased productivity resulting from the successful 

training and deployment of new staff.    
 
Therapeutic Consultation Service (TCS) includes clinical review of a client’s fifth brand 
name prescription, and use of the department’s current Preferred Drug List.  TCS will 
enhance quality-of-care and reduce Medical Assistance Administration expenditures for 
prescription drugs. The service went into statewide operation on Friday, February 1, 
2002 and is targeted to save $20 million ($10 million in State dollars) per year.  An 
additional $2.4 million ($1.2 m State) annual savings is anticipated from the use of the 
Preferred Drug List.  The general TCS approach is to work with physicians regarding 
their clients who have multiple drug prescriptions.  Salient features of the service are 
briefly described in Exhibit E. 
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FY01-03 Utilization and Cost Containment Initiative 
Report to the Legislature - March 1, 2002 

(Revised April 15, 2002) 
 
 
 
I. Introduction - Legislative Mandate  
 

Chapter 7, Laws of 2001 E2, Section 209(1), the Operating Budget, provides that “The 
department (of Social & Health Services) shall increase its efforts to restrain the growth of health 
care costs.”  Based on budget steps, legislative notes and follow-up discussions, overall FY01-03 
savings targets are a net 50 million general fund-state (GF-S) dollars plus a net 32 million general 
fund-federal (GF-F) dollars.   “Net savings” are total savings minus the cost of additional UCCI 
staff (salaries, benefits, etc.) and administrative services directly tied to the UCCI.  Administrative 
services include assistance from the Office of the Attorney General (tort claims work), UCCI 
consultation, and pharmacy program assistance.  

 
Chapter 7, Section 209(1) adds that, “If satisfactory progress is not being made to achieve the 
targeted savings, the reports shall include recommendations for additional or alternative 
measures to control costs.”   The Medical Assistance Administration will include an assessment 
of progress and recommendations, as needed, in this and subsequent reports to the Legislature. 

 
 

II. Progress Report 
 

This interim report addresses our achievement of savings both where a history (baseline) of cost 
containment exists, and through diversification and expansion of utilization and cost containment 
efforts.  
 
A. Accomplishments in the Utilization & Cost Containment Initiative (UCCI) 
 

The October 1, 2001 report to the Legislature provided preliminary savings targets, brief 
descriptions of the primary UCCI components, how UCCI was structured within the Medical 
Assistance Administration (MAA), and a phase 2 workplan covering October through 
December 2001.  (To request a copy of the October report, see the address or phone number 
on this report.)       
 
The UCCI project management structure and process have worked well to date, as indicated 
by the department’s:  
 
• Success in meeting savings targets for the July - December period. 
 
• Success in hiring and training 45 UCCI staff as of December 31, 2001. 

 
• Setting up and training of 66 program managers and analysts with web-based utilization 

and cost-modeling software (Health Watch Technologies (HWT) and HNC Software, 
Inc.), to assist in analyzing Medicaid Management Information Systems (MMIS) data. 
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B. Revision of Savings Baselines and UCCI Targets  
 

Exhibits A and B show the revised savings baselines and semi-annual UCCI goals.  The 
baselines have been revised upward but total UCCI savings targets remain about the same.   

 
Baselines - The October 2001 report to the Legislature, set a fixed baseline of savings for the 
FY01-03 biennium, using the last year of actual savings (FY2000) used in the March 2001 
forecast.  In this legislative report, the FY02 and FY03 baselines are revised upward to reflect 
inflation in the cost of Medicaid services that occurred, or is projected to occur since FY2000.  
The assumption is that savings from recoveries and cost avoidance would increase (by 
inflation), even without expanding the agency’s savings efforts through UCCI.  

 
Savings targets by UCCI Component - Although baselines changed, the savings targets 
due to UCCI did not change significantly because the required increase ($82 million total and 
$50 million State) did not change. (For specific inflation assumptions used to compute revised 
baselines, or details about UCCI components and savings targets, contact the administration 
at the address or phone number on the cover of this report.) 
 

C. Biennial Savings Targets and Actual Savings through December 2001 
 

Savings Targets - In summary, biennial UCCI Savings Targets and Expense, are as follows: 
 
 
UCCI Biennial Savings Targets   Total Funds  State Funds 
          (Millions)     (Millions) 
 
• Prescription Drug Monitoring   $      33.6  $     16.7 
• Utilization mgmt. (Quality Review)            9.2           4.6 
• Rates Adjustment               4.7           2.3 
• Transportation/Interpreter Serv.            1.4           0.7 
• Coordination of Benefits           38.3         19.0 
• Field Audits             13.8           6.8 
• Family Planning Waiver                   (2.5)           8.3  
  
UCCI Expense (FTEs and Other):          (15.0)          (6.5)  
 
Net Biennial Savings (Target)     $      83.5   $     51.9   
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Goals and Net Savings through December 2001 (excluding the Family Planning Waiver 
Demonstration) are as follows: 
         

        Total Funds                State Funds 
                  (millions)           (millions) 
 

       [a] July – Dec Baseline Savings Target (without UCCI):      $  47.72            $ 23.62 
        [b] Savings Increase target (from UCCI):                       $  13.10             $   6.48 

       [c] Total Savings Target (before expenses):             $  60.82            $ 30.10    
 
       [d] July – Dec. Total savings (Baseline + UCCI)            $  65.40            $ 32.37 
       [e] Savings from UCCI (above baseline):             $  17.68                   $   8.75     
        
       Gross UCCI savings above Target [e] – [b]:                         $    4.58                    $   2.27 
       UCCI Expenses (FTE compensation + consultants):           $  ( 1.85)                   $ (0.86) 
       Net UCCI savings above/(below) Target:             $   2.73                    $  1.41 
  
  

Note: Family Planning Waiver Project savings and goals are not included because savings 
cannot yet be measured.   
 
Medical Assistance Administration is somewhat ahead of planned savings for the first six 
months because savings from Coordination of Benefits exceeded the July through December 
goal by $2.1 million (State).  See State savings through December 2001, Exhibit D and FTE 
and Related Expenses, Exhibit C. 
 
For the first semi-annual period, Medical Assistance Administration had a UCCI gross savings 
target of $13.1 million ($6.48 million State).  The UCCI savings target for the second semi-
annual period, January through June 2002, is $28 million total ($13.6 State) or double that of 
the first semi-annual period.  Success is contingent on timely start-up and effectiveness of a 
key new UCCI component, namely Therapeutic Consultation Service (TCS).  See Exhibit E. 
 

D. Medicaid Expenditures compared to Budget/Forecast  
 

In addition to tracking savings from UCCI activities, MAA will document the impact of UCCI on 
per capita Medicaid expenditures.  The purpose is to compare expenditures with the 
department’s forecast and budget.  The November update of the March 2001 forecast reflects 
the biennial budget passed by the legislature, including savings and expenses from the 
utilization and cost containment initiative.  

 
Factors other than the initiative can dramatically impact Medicaid expenditures, both 
positively and negatively.  In such circumstances, measuring the change in Medicaid 
expenditures involves identification and description of the factors (including UCCI), and 
quantifying the effect (increase or decrease) in per capita costs.   The administration will work 
with the DSHS Budget Division and the Division of Research and Data Analysis to develop 
the methodology for this analysis.  

 
The “Yardstick” - As noted, the 2001-03 biennial budget was built in the steps as follows:  

 
• March 2001– The Medicaid forecast (not including budgeted savings from UCCI).  
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• The 2001 Session – The Legislature passed the 2001-03 budget that included $82 
million ($50 million State) net savings from UCCI. 

 
• November 2001 – The Medicaid expenditure forecast was updated to include UCCI 

savings in the 2001-03 biennium. 
 

The March 2001 forecast, updated in November to include UCCI and reflect the biennial 
budget, will be the “yardstick” against which monthly expenditures will be measured.    
 
Expenditures will be tracked by the following Medicaid client categories:   

 
• Categorically Needy Aged, Blind and Disabled 
• Medically Needy Aged, Blind and Disabled  
• Medically Indigent 
• General Assistance-Unemployable 
 
(The majority of children in Medicaid are enrolled in Managed Care.  The UCCI does not 
directly impact the state’s cost of managed care.)   

 
Medicaid expenditures for the 2001-03 biennium are tracked monthly, but are not considered 
“final” until about 98 percent of claims have come in (4 to 5 months later).  Only the July and 
August 2001 expenditures were available by the end of January 2002. These are not enough 
to determine a trend line or to analyze cause-and-effect.  An analysis is targeted for no later 
than the September 2002 report to the Legislature.     
 
 

III. The Utilization and Cost Containment Initiative in 2002 
 

A. Implementation of a New UCCI Component - Therapeutic Consultation Service (TCS) 
and Preferred Drug List (PDL) 

 
Many aged, blind and disabled Medicaid clients have acute and/or chronic illness.  Treatment 
may include multiple prescriptions, and one treating provider may not be aware that the 
patient is also in the care of other providers.   Unless well managed by the patient, prescriber 
and pharmacist team, these and other client care situations present risks of over-prescribing 
and adverse effects from drug interactions.   TCS and PDL are designed to assist that 
professional team. 
 
TCS and PDL Services as described in the October 2001 report to the legislature is attached 
as Exhibit E.  The service went into operation statewide on Friday, February 1, 2002 and is 
expected to realize annual savings of $20 million (about $10 million in State dollars) from 
Therapeutic Consultation plus $2.4 million ($1.2 million State) savings from use of preferred 
drugs.  For more information, see Exhibit E. 
 

B. UCCI Growth and Strengthening 
 

The Medical Assistance Administration is continuing to improve its tracking of savings and is 
experiencing increased productivity as a result of the successful training and deployment of 
new UCCI staff.  Key points of this growth and strengthening are provided in Exhibit F. 
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IV. Exhibits - Exhibits A through F are provided on this and the following pages. 
 
 
Exhibit A – FY02 Revised Baseline and Semi-Annual UCCI Savings Goals 
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Exhibit B – FY03 Revised Baseline and Semi-Annual UCCI Savings Goals 
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Exhibit C.  FTEs and RELATED EXPENSE 
 

In addition to tracking savings by division and UCCI component within the administration, the cost 
of FTEs and UCCI related services are being tracked - and counted against total savings.  By 
December 31, 2001, MAA had hired 45 UCCI-funded staff.     

 
UCCI staff have special accounting system codes for tracking salaries, benefits and travel.  As 
new staff are added their costs will be reported using these allocation codes.   The Financial 
Reporting System (FRS) for July through December shows the cost of UCCI compensation 
(salary and fringe benefits) of $678,000 ($270,000 GF-S).   Beginning in January, FY2002 
compensation is expected to grow from about $200,000 (total dollars) per month for 45 full time 
staff, to about $330,000 per month at full staffing.  
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Exhibit D – State Fund Savings and Targets By UCCI Component (July- Dec. 2001) 
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Exhibit E -Therapeutic Consultation Service - Four (4) -Brand Prescription Limit, and 
 Preferred Drug List 
 

Central to achieving the department goals for Therapeutic Consultation Service (TCS) is 
facilitating the involvement of the critical participants in the administration of drug therapy: the 
prescribing physician, the dispensing pharmacy, and the patient.  Also crucial to ensuring 
program acceptance is making compliance with the program as convenient as possible.  

 
As an initial step in smoothing program implementation, we will provide the Therapeutic 
Academic Service program.  Prior to start-up (and ongoing thereafter) clinical pharmacists will 
travel to physicians’ offices and begin professional dialogue aimed at improving drug regimens 
and exploring clinically sound and cost effective treatment options for Medicaid recipients.  
Therapeutic Academic Intervention will consist of face-to-face detailing sessions with those 
physicians most impacted by the program.   
 
Two pharmacists will each visit 50 – 60 physicians per month.  The pharmacists will start with 
prescribers most impacted by the Therapeutic Consultation Service and will continue for the 
length of the contract with Consultec. 

 
The Therapeutic Consultation Service process can be initiated under two circumstances: when a 
claim for a non-preferred drug is submitted, or when a recipient exceeds the four brand 
prescriptions per month trigger.  Regardless of which of the two circumstances initiate the 
process, the prescribing physician must call the TCS call center and enter into a therapeutic 
consultation with a trained clinical pharmacist. 

 
When a pharmacy submits a claim for a non-preferred drug, the electronic claims processing 
system returns a reject message to the pharmacy notifying the provider that a non-preferred 
brand has been requested and therapeutic consultation is required. During those times when the 
physician cannot be contacted (after hours, holidays), the pharmacist has the option to issue an 
emergency supply.  
 
If, during the drug regimen review, the TCS pharmacist determines that the patient’s profile 
indicates the need for more intensive case management activity, the case can be referred to the 
Intensive Benefits Management program.  This program focuses on the clinical evaluation of 
patients’ treatment plans.  While Therapeutic Consultation Services are primarily comprised of an 
intervention with a single physician, referral to the Intensive Benefits Management program 
provides for an in-depth review and subsequent coordination of care aimed at involving all 
providers rendering care to a given patient.   

 
Intensive Benefits Management utilizes an integrated, drug-based case management model with 
specific goals to: 

 
• Provide long term drug-based case management of patients 
• Coordinate care among all of the patients’ providers 
• Support appropriate drug utilization and quality of care  
• Promote cost-effective pharmaceutical care 
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Drugs in the following classes are not subject to the four brand prescription edit; they do not 
automatically trigger a review and do not count against a patient’s four brands per month.  These 
drug classes are:  
 

• HIV medications 
• Antidepressants 
• Antipsychotics 
• Immunosuppressants 
• Hypoglycemia rescue agents 
• Contraceptives 
• Chemotherapy, and 
• Generic Drugs  

  
These are excluded because there is little or no opportunity for alternatives due to individual 
patient response to specific drugs in the class.  However, they are not excluded from review for 
possible duplicate drug therapy or drug-drug interactions when another brand name is the trigger.  
 
For now, nursing home clients are excluded from the 5th brand-name prescription trigger for 
Therapeutic Consultation Service.  However, in the future, they may have the 5th brand 
prescription trigger included, if it appears that NH clients would benefit from Therapeutic 
Consultation Service. 
  
Preferred Drug List - MAA chooses a drug or drugs from a selected therapeutic class for 
placement on the preferred list when the drugs in the class are essentially equal in terms of safety 
and efficacy; and the selected drug or drugs may be the least costly in the therapeutic class.   
 
MAA’s current Preferred Drug List is as follows: 
 

Therapeutic Class Preferred Drug 

Histamine H2 Receptor Antagonist Ranitidine 

Proton Pump Inhibitors Protonix 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 



 

11 

 

 
Exhibit F - UCCI Growth and Strengthening  
 

 
• By July 2002, increase the number of staff who have direct computer access to Medicaid data 

provided via the department’s Payment Review Program contract with Health Watch 
Technologies (HWT) and HNC Software, Inc. from 66 to 80.  This software enables program 
managers and analysts to call up and analyze Medicaid claims payments and services trends. 

 
• Work with the DSHS Budget Division and the Office of Research and Data Analysis to 

develop a methodology for the analysis of per capita Medicaid costs and the impact of UCCI 
by June 1, 2002. 

 
• By April 30, 2002, complete the documentation of activities and criteria for counting savings in 

all UCCI Components.  
 
• By June 30, 2002, enhance the ability of MAA to track savings from denial of telephoned 

(versus billed) authorization requests for drug prescriptions and durable medical equipment 
and supplies.  Denials result from the lack of medical necessity, available less costly 
alternatives, or non-covered benefits.  This enhancement will include establishing a baseline, 
above which UCCI increases in cost avoidance will be measured. 

 
In addition to telephoned authorizations, there is the potential to expand tracking of electronic 
claims processing system denials/cost avoidance (other than for Third Party Liability-
Coordination of Benefits).  An example is the Point of Sale (POS) system.  (POS is the real-
time pharmacy claims authorization and adjudication system operated by MAA.  For certain 
drugs, POS requires that the pharmacist secures prior authorization (approval) from MAA to 
fill the prescription - or that conditions/limitations be met for filling the prescription.)   

 
• By April 30, 2002, complete the identification of potential hospital Diagnostic Related Groups 

upcoding (unfairly maximizing reimbursement under the DRG payment system) and initiate 
review of hospital documentation of claims. 

 
• Work (on-going) with the department’s Payment Review Program (PRP) staff to identify and 

follow-up on potential new UCCI savings.  
 

• In addition to the UCCI fact sheet that is currently available, publish a quarterly (or semi-
annual) UCCI newsletter. 

 
• Continue to work closely with professional associations and other interest groups and 

stakeholders to problem solve and provide information and education. 
 

• Explore and test other financing or service delivery options that could improve access, service 
utilization and cost containment. 
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Exhibit G - Comparison of UCCI Savings Baselines and Increases - March 2002 Report Versus                 
Revised Report  
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Exhibit H.  FY2000 Savings Baselines – Adjusted for Inflation to FY02 and FY03 Levels 

 
 


